The 2014 implementation of National Health Insurance (NHI) in Indonesia transformed most hospital payment systems from fee-for-service into prospective payment systems based on Indonesian Case Base Groups (INA-CBG's) Due to this change, hospital management groups should focus on integrated strategies to minimize cost, eliminate waste, and improve business process efficiency which referred to clinical pathways as the standard of professional services. The purpose of this study is to determine the effect of NHI on financial performance and hospital base rate (HBR) of district public hospitals. In order to conduct financial analysis, this study utilizes financial reports from2012-2015 in two type C public hospitals in Sukabumi.
INTRODUCTION
In January 2014, the Indonesian government established a mandatory National Health Insurance (NHI) for the welfare of Indonesian citizens. The move was part of the gradual move towards Universal Health Coverage (UHC) anticipated to be completed in 2019. One of the aims of NHI implementation was protection of Indonesian people from high health care costs due to the uncertainty in medical care [8] .
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The implementation NHI changed the hospital payment system from fee-for-service into a prospective payment system based on Indonesian Case-Based Groups (INA-CBG's). Fee-for-service is a retrospective payment system in which the payment is made after the service has been provided. INA-CBG's is the maximum amount allowed for Badan Penyelenggara Jaminan Sosial (BPJS) claim based on the group of disease or medical procedure. INA-CBG's fare is differentiated by area or region and type of the hospital.
Diagnosis-Related Group (DRG) was introduced in 1990 in several countries in an effort to prevent the escalation of health care costs. One of the advantages of DRG's payment system was an increase in hospital efficiency and transparency, as well as a reduced average length of stay [5] .
Hospitals should create a strategy for change in order to survive in the era of NHI, particularly public hospitals that are funded primarily by NHI participants. Since the number of patients in hospitals are increasing in the era of NHI, exceptional performance is required to raise hospitals' income. Hospital management should focus on integrated strategies to minimize cost, eliminate waste, and improve business process efficiency that refers to clinical pathways as the standard of professional services. One indication of hospital performance is its financial statement.
One study in China showed that health care reform can significantly reduce total hospitalization expenses and medication fees for patients who selected the pilot hospital [11] . Under a universal coverage system, the introduction of DRG-based payments resulted in shortened length of stay and reduced intensity of care for patients in Taiwan [1] . DRG-based payments addressed some of the chronic problems in the French hospital market as well, improving accountability and productivity of healthcare facilities [7] .
In the first 4 months of NHI in Indonesia, the INA-CBG's fare was lower than hospitals' fares, BPJS was found to have a delay on claim payment [9] . These conditions impacted cash flow and overall financial condition of hospitals. After the implementation of NHI in Indonesia, there was an increase of average revenue, especially from the service activities of 31 state hospitals under the Ministry of Health. There was also a decrease in hospitals' receivable collection periods and a significant increase in their liquidity [10] .
The purpose of this study is to determine the effect of NHI on financial performance of district public hospitals. DOI in the public sector, the independency ratio has been analyzed.
RESULTS

General Description
The hospital characteristics involved in this study are presented in Table 1 . Even though both hospital A and hospital B are type C hospitals, hospital A is larger and its profile showed more advanced infrastructures (characteristics) when compared to hospital B.
The general utilization of both hospitals is presented in Table 2 . 
Financial Statement Analysis
The financial statement analyses of hospital A and hospital B are presented in Table 3 and Table 4 , respectively. It was assets, liabilities revenues, and expenses.
Assets
Total assets increased each year, with the exception of 2015 wherein total assets at hospital B decreased slightly, caused by fixed assets depreciation. Even though the value of total assets and fixed assets increased year-over-year in hospital A, the percentage of change compared consistently decreased during 2012-2015. In hospital B during 2014, the percentage of change in total and fixed asset value increased compared to 2013, but then decreased in 2015 compare to 2014, as presented in Table   4 . There were significant increases in current assets in 2014 for both hospitals, but they then decreased the following year.
There were significant increases in the percentages of change in cash and cash equivalents in 2014 (785% in hospital A and 842% in hospital B) but significantly decreased in 2015.
Accounts receivable in hospital A consistently decreased in the years after the implementation of NHI, while accounts receivable in hospital B decreased towards the first year after implementation but then rose in the years after. Inventory also increased in both hospitals, though not significantly. The 2nd International Meeting of Public Health 2016 
Liabilities
Total liabilities significantly increased in both hospitals from 2013 to 2014. The most significant raise happened in hospital B, where the percentage of change reached 915% because the new infrastructure development payment was due in 2015. Liabilities decreased for both hospitals in 2015.
Revenues
Total revenue and hospital revenue increased after the implementation of NHI, while local government budget (APBD) decreased. The percentage of change showed that total revenue decreased in both hospitals, while hospital revenue increased in the first year of implementation and decreased in the following years. The local government budget in hospital A decreased consistently after the health care reform, yet decreased in hospital B initially then increased in 2015, as presented in Table 3 and Table 4 . The 2nd International Meeting of Public Health 2016 
Expenses
Although expenses increased in both hospitals in 2014 after NHI implementation, the percentage of year-over-year change was lower in 2013. Expenses, especially in nonoperating expenses, and their percentage of change were higher in 2015 (see Tables   3 and 4) . The 2nd International Meeting of Public Health 2016 
Net proceeds
Financial Ratios
The Account receivable turnover period (in days) consistently decreased in both hospitals following the implementation of NHI. However, in hospital B, it increased again in 2015. Initially after health care reform, inventory turnover decreased in both hospitals, but increased again in 2015. Fixed and total assets turnover significantly increased for both hospitals, especially after NHI implementation. Independent ratios also significantly increased after health care reform in both hospitals (see Table 6 ). 
DISCUSSION
The purpose of the NHI payment system reform from fee-for-service to a prospective payment system based on INA-CBG's was to improve hospital performance. Given the number of patient visits in both hospitals, there was a significant increase in hospital utilization, after the implementation of NHI in 2014. This finding is consistent with a study that showed the impact of a massive expansion in Japan's health insurance program on health care utilization and health outcomes. The Japanese study showed a substantial increase in health care utilization measured in terms of admissions, inpatient days, and outpatient visits to hospitals [3] . In the beginning of NHI implementation, generally hospitals were able to manage their performance, which resulted in significant increase of hospital revenue. This increase also affected the increase of independent ratios in 2014, even with a lower supporting budget from local government.
While hospital revenues increased from 2014 to 2015, the percentage of change decreased and expenses increased causing net proceeds to decrease.
Hospital management needs to evaluate organizational performance, especially with non-operating expenses, whether it is already based on needs. Leadership should also identify possible waste and irrational cost in order to increase revenue and reduce expenses, thus improving net proceeds.
After NHI implementation in 2014, current assets increased more than 100% in both hospitals. This increase was mainly due to the increase of cash and cash equivalents.
Account receivable periods also decreased after NHI implementation. In the "Jaminan 
CONCLUSION
The implementation of NHI in Indonesia since 2014 has positively impacted financial performance in two type C district hospitals. An increase in patient visits significantly increased hospital revenues while only slightly increasing hospital expenses. This condition caused hospital net proceeds to increase, even when revenue from regional government budget (APBD) was reduced after NHI period.
A significant increase also occurred in the hospitals' current ratios, especially cash, cash equivalents, and hospital liquidities. In general, the financial ratios showed that hospital performance was better near the beginning of NHI implementation in 2014.
But in 2015, there was a decrease in financial performance, indicated on both the financial report and through financial ratio analysis. Hospitals need to improve their performance efficiency and effectiveness in order to survive in the era of NHI.
